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“China’s Rise: Challenges and Opportunities”
WASHINGTON, October 8, 2008 – China has become an economic superpower, an undisputed 
driver of world growth and the fastest growing consumer of the world’s energy and other natural 
resources. Its military buildup and modernization are stirring concern among its neighbors and 
in the West.  Its leadership is increasingly pursuing economic strategies that are not in sync with 
current international rules and arrangements. The extraordinary transformation of China poses a 
historic challenge for the next president, who must intensify and redefine the U.S.-China relation-
ship over the next several years.
These are some of the central conclusions from, China’s Rise: Challenges and Opportunities, an impor-
tant and timely new book, by the Peterson Institute for International Economics and the Center 
for Strategic & International Studies (CSIS). The book’s authors are some of the world’s leading 
experts on China: C. Fred Bergsten, director of the Peterson Institute; Charles Freeman, director 
of the CSIS Freeman Chair in China Studies; Nicholas R. Lardy, a senior fellow at the Peterson 
Institute; and Derek J. Mitchell, a CSIS senior fellow.  The book is the latest product of a three-
year joint project between the Peterson Insitute and CSIS, who previously published China: the 
Balance Sheet—What the World Needs to Know Now about the Emerging Superpower, in 2006. The book 
can be found at:  http://bookstore.petersoninstitute.org/book-store/4174.html
 The authors explore a fundamental issue: Is the bedrock of U.S.-China relations—“engagement” 
on a number of fronts and an effort to integrate China into the existing international order—still 
adequate?  The buzzwords of a generation ago—engaging, containing or isolating China—no 
longer have  meaning in an era in which China  has become the world’s second or third largest 
economy, the second largest exporter, by far the largest surplus country, and a holder of $1.8 tril-2
lion  of foreign exchange reserves and wielder of increasingly vigorous diplomatic influence.   
A much more nuanced approach is needed. The book provides guidance for policymakers and 
interested students of China alike.
The authors bring information and insight to bear on China’s economic strength, its depen-
dence on trade (which accounts for more than twice as much of China’s economy as it does 
in the United States and Europe), its enormous impact on the world economy and its hungry 
search for new energy resources even as it struggles to contain the horrendous pollution 
caused by its burning of coal and expansion of heavy industry. They present a deep analysis of 
China’s energy policies and its prospects for the future. They open a window into the debates 
among Chinese officials on how much further to liberalize the economy, and they explain in 
fresh detail how tensions between central and local government officials hamper the cause of 
reform.
While China’s military expansion has been less dramatic than its economic growth, the resur-
gence of its armed forces is impossible to ignore. In real terms China’s military capabilities are 
not on the same scale as those of the United States.   China’s status as a nuclear armed power, 
increasing tactical progress and rising international military prowess, however, all give reason 
for the world to notice.
China’s extensive and rapidly growing economic power allows it to pursue policies that chal-
lenge the U.S.-led international framework centered in the International Monetary Fund, the 
Group of Seven or Eight economic powers, and the World Trade Organization.  They show 
that China is often going its own way, in defiance of current international norms.  In the 
diplomatic sphere, China poses a challenge by cooperating with countries (such as Iran and 
Sudan) that threaten regional security or patently disregard human rights, and by channeling 
development assistance on terms quite different from established models.  The authors call for 
the United States to re-examine the efficacy of the current rules and institutions governing the 
global economy, and for a much more intensive bilateral relationship to anticipate and resolve 
systemic problems.
In 1957, the authors note, the Soviet Union’s launch of the satellite Sputnik sent Americans 
into a panic that ultimately led the United States to reform its educational, scientific and pro-
ductive capacities.  In the face of a similar challenge today, the authors call on Americans to 3
use China’s rise as an opportunity to rebuild the United States’s own capabilities and to rede-
fine the relationship with China itself, and to join with it to rebuild the global diplomatic and 
economic architecture and find new solutions to the world’s problems. The authors find that 
there are many risks posed by China’s rise, but they conclude that: “On balance China’s rise 
could turn out to be a good thing for the United States.” 
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by C. Fred Bergsten since its inception, is the only major research center in the United States 
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more than two dozen experts who focus on macroeconomic topics, international finance and 
exchange rates, trade and related social issues, energy, the environment, global investment, 
and related domestic policies. Its expertise covers all key regions of the global economy—es-
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other such institution. Support is provided by a wide range of charitable foundations, private 
corporations and individual donors, and from earnings on the Institute’s publications and 
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The Center for Strategic and International Studies (CSIS) (www.csis.org) is a private, tax-
exempt institution focusing on international public policy issues. Its research is nonpartisan 
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tions, and conclusions expressed in these publications should be understood to be solely those 
of the authors.4
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